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Finite Risk Reinsurance is one of the risk management tools. It origins from the 
Rollover policy in Lloyd’s syndicate market 1960s, and integrates innovative 
insurance with the capital market operation.  
With the continued liberalization and internationalization of the domestic 
insurance market, finite risk reinsurance will enter the domestic market in the future. 
Finite risk reinsurance products are significantly different from the traditional 
reinsurance products. They can be used to relieve the capital pressure, improve the 
capital utilization, beautify the financial statements, and avoid the solvency. Improper 
use may cause serious consequences, such as being taken over by the government, 
even bankruptcy. The new “Insurance Law”, “Reinsurance Business Regulations” and 
etc are not involving the concept of finite risk reinsurance. In the view of the serious 
consequences that may result from the abuse of such products, the domestic market 
should be aware of such product and take preventive measures for the abuse.  
This paper will introduce the finite risk reinsurance, the hazards of abuse, and 
analyzes the use of it abroad, the relevant laws and regulations of the United States, 
Britain, Taiwan and other countries and regions first. Then it will analyze the two 
cases which were both caused by the abuse of finite risk reinsurance, one is the HIH 
insurance company in bankruptcy, the other is the investigation on the AIG by New 
York State Attorney General, federal prosecutor and the SEC. After that the paper will 
analyze the status, objective necessity and the required conditions of the finite risk 
reinsurance’s development in China from the perspective of “Insurance Law”, 
“Enterprise Accounting Standards”, “Reinsurance Business Regulations” and other 
domestic laws and regulations. Finally, this paper puts forward specific 
recommendations from finite risk reinsurance’s definition, accounting treatment, 
information disclosure and the responsibilities of the functional departments to 
standardize the development of finite risk reinsurance in China. 
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